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INTRODUCTION 


Following the Forest Sector Strategy for Canada discussion paper which 
was made public in October 1981, the federal government developed three 


major forestry initiatives: 
1) human resources for the forest sector; 
2) mission-oriented research and development; and 


3) the need to ensure sufficient wood supply in Canada through forest 
renewal. 


The latter, forest renewal now is approved by Cabinet. 


This initiative provides an assessment for the forestry expenditures and 
responsibilities, emphasizing the need for forest renewal in order to meet 
timber production goals. 


It also provides an indication of the magnitude of the costs involved in 
forest renewal and how these might be shared among senior governments 
and industry. 


A new generation of federal-provincial forestry agreements, based on 
guidelines in this paper, is proposed as the principal mechanism for delivery 
of forest renewal programs. 


Digitized by the Internet Archive 
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Economic Dimensions of the Forest Sector 


A Forest Sector Strate for Canada, released by Environment 
Canada in October, 1981 sets out the dimensions of the forest sector 
in some detail. The sector's important contribution to the economy 
and to specific regions of the country have been well documented. 
The total value of shipments exceeded $23 billion in 1981. Forest 
products make up one-seventh of all manufactured goods in Canada. 
The share runs as high as 30 percent in New Brunswick and 50 percent 
in British Columbia. Forest industry exports reached $13 billion in 
1981, or 16 percent of the total. The forest industry and its 
employees paid over $3 billion in taxes and resource revenues in 1979, 
of which 43 percent was federal and 57 percent provincial. 


The sector's employment impact is also very significant, accounting 
directly and indirectly for one million jobs. As an employment 
generator among the primary resource sectors, the forest sector 
ranks first or second in !0 out of 16 economic regions in Atlantic 
Canada, in 8 of Quebec's 10 economic regions and in all 6 of those of 
Ontario. In British Columbia the forest sector is first in 8 regions 
and second in only 2 where mining and smelting dominate. 


The role of forestry as an employment generator was recognized 
recently by the forestry employment stimulation program announced 
by the Minister of Employment and Immigration and the Minister of 
the Environment. The objective is to generate work in the forest 
sector utilizing Unemployment Insurance Commission funds, together 
with the Economic Development Envelope for overhead costs. Some 
8 000 jobs are anticipated under this program, mainly in British 
Columbia, Ontario and Québec. Employment projects will have 
forest renewal, which is labor intensive, as the principal element. 


A strengthened forest resource will benefit every Canadian. This 
sector has the potential to provide additional employment for 
approximately 100 000 workers, of which one-quarter could be in 
forest renewal. The potential also exists to double foreign exchange 
earnings, increase timber sale and tax revenues, and contribute to 
regional development aspirations. The forest land is also our 
principal recreation base and contributes to watershed protection and 
many other priceless values. The federal rationale for strengthening 
the forest resource base is a combination of economic, social and 
environmental criteria. 
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Timber Supply Situation 


The most important issue facing the forest sector is timber supply. 
Local shortages of wood at a competitive cost have emerged in every 
province. In the past, it was customary to harvest virgin timber and 
leave nature to replenish the supply. In effect, we mined the virgin 
forests and gave too little thought to the future crop. Forestry is 
now in a critical transition stage where mining must give way to 
systematic forest renewal and harvesting. 


The other side of the coin is the demand for forest products. 
International markets are expected to be relatively favorable for our 
major forest commodities. World demand for pulp and paper is 
expected to grow by 3 percent annually for the next 2 decades, 
whereas demand for lumber and other wood products should increase 
by about one per cent annually. However, market opportunities mean 
little if timber supply cannot be augmented. 


The limits are in sight for premium softwood sawlogs in many 
locations and supplies of larger, higher quality hardwood logs have 
been largely depleted. Pulpwood shortages are emerging in 
communities across the country. Only a fraction of our forests are 
being managed for sustained production, even today. In most cases 
the timber resource is renewable, both promptly and adequately, only 
if action is taken immediately following harvest or natural calamity. 


Timber Supply Targets 


The challenge of strengthening the resource base has been discussed 
with the provinces individually and through the Canadian Council of 
Resource and Environment Ministers (CCREM). The target endorsed 
by CCREM in early 1980 was a harvest level of 210 million m~ by the 
year 2000, or approximately 40 percent above the harvest in 1981. 
This goal involves an average annual increase of only 1.8 percent, 
compared with the FAO projection of 2.1 percent per year in world 
consumption of industrial roundwood during the same period. 


Increases in the sustainable timber harvest of approximately 40 
percent will be possible, over time, by a combination of (i) forest 
renewal, (ii) closer utilization of the existing forest, and (iii) better 
protection from fire, insects and disease. Forest renewal is 
considered the most important of these three items, as explained in 
the 1981 Forest Sector Strategy paper, and is the principal focus of 
this proposal. In addition, productivity increases in the processing 
industry may be expected to stretch the wood supply over a period of 
time. 
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Forest Renewal Costs 


Current expenditures on forest renewal, by senior governments and 
industry, are believed to be in the order of $300 million annually. 
Recent information from the provinces indicates that an additional 
$100 million will have to be spent just to sustain existing harvest 
levels. If we are to increase the harvest in line with increasing 
demand for forest products, and to reflect economic development 
opportunities it is expected that a total annual expenditure of $650 
million will be required by all parties. 


The foregoing estimate is based on a regular program involving (i) 
increasing replanting on current cutover from 200 000 ha to 500 000 
ha annually with genetically superior seedlings, and (ii) increasing 
silvicultural treatments, such as weeding, spacing and fertilizing, 
from 100000 ha to 400000 ha annually. The cost of these 
incremental programs is estimated at $300 million. 


In addition, a special program area is the backlog of idle forest land. 
It has been mentioned as a medium-term project where federal 
initiative would be welcomed by provinces and industry alike. 
Rehabilitation of at least 100 000 ha annually over a decade would 
bring back into production a good share of the neglected land which is 
adjacent to producing mills. An estimated $50 million per year would 
be required 


Selection of the type of treatment for a specific location will depend 
on the situation prevailing in a given province. As a general rule, 
"basic forestry" or prompt regeneration of cutover forest will be 
considered as mandatory and given first priority. Following that, 
"intensive forestry" treatments such as thinning and fertilizing will 
be directed where the greatest impact on forest productivity can be 
achieved. Exceptions may be necessary where emerging timber 
deficits call for rapid intensification in a less productive forest. 


This forest renewal program would be implemented by all parties 
over a 5-year period, rising from the present level roughly as follows: 


Forest Renewal Program 
Regular Backlo 
(S million) 


Year | 300 - 
2 300 25 
é) 375 50 
4 475 50 
5 600 50 


The slower pace at the beginning reflects the need for time to 
prepare working plans and to develop necessary nursery facilities, as 
well as to negotiate related agreements with provinces and private 
land owners. 
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Allocation of Funding Responsibilities 


The provincial forest services have traditionally concentrated on 
silviculture and forest protection with the federal government 
tending to focus on silviculture (by way of cost-sharing agreements), 
and on forestry research. The private sector has concentrated on 
items related to timber production, such as inventory, working plans 
and roads, giving less attention to forest renewal and protection. 


It is suggested here, as a point of departure, that the landowner has 
the principal responsibility for forest renewal. Thus, a private 
landowner should endeavour to shoulder the majority of the burden, 
particularly if he or she is a large freeholder. The same is true of 
small woodlot owners, provided that income and property tax systems 
are positive influences. 


The provincial governments now pay for the majority of forest 
renewal on their Crown lands, either through direct expenditures, 
payments to industry for work done under tenure agreements, or 
indirect payments to industry through a stumpage offset system. 
Over the past 10 years stumpage prices have risen dramatically. The 
most notable example is Québec which recently announced an 
increase in annual stumpage charges of 130 percent. Other provinces 
have either increased stumpage in the last 2 years or are planning to 
do so. This trend is in response to a scarcity of general revenues and 
to the need to fund increased forest renewal programs. 


The private sector's direct share in forest renewal is expected to 
increase sharply in this decade, judging from recent moves in several 
provinces. In Newfoundiand, the two major companies are now 
carrying nearly half the costs. They are spending $4 million annually 
on Crown provincial land, compared with less than $0.5 million two 
years ago. The major companies in Nova Scotia are also expected to 
spend $4 million annually, a sharp increase from earlier years. New 
Brunswick's new legislation puts a heavy demand on the large 
freeholder to manage land intensively. Saskatchewan is studying 
means to increase industry and Crown corporation responsibility for 
renewal. Quebec is formulating plans which will place about half the 
forest renewal burden on companies within 5 years. 
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The federal government has a lesser responsibility but a definable 
one, nevertheless, as pointed out in A Forest Sector Strategy for 
Canada. Historically, the direct federal involvement in forest 
renewal indicates a long-standing commitment to the forest resource. 
One of the principles stated in the document Forestry Imperatives for 
Canada, and subscribed to by the federal government, is that 
responsibility for funding maintenance of the resource should be 
proportionate to the benefits received. 


In addition to its role in supporting forestry by research and 
development, the federal government has made direct expenditures 
through the General Development Agreement mechanism. The 
objectives and amounts expended under these agreements have varied 
from province to province, ranging in emphasis from funding access 
roads in Québec to intensive forest management in B.C. 
The estimated sharing of forest renewal costs in 1982 is shown below 
in relation to the recommended level in 1987, both in 1982 dollars. 
The current UIC Section 38 job creation program will account for 
approximately $60 million of new spending this year, as shown in the 
first column, and $25 million next year. 
Forest Renewal Cost Sharing 
1982 estimated 1987 projected 
S$ million % § million % 
Provincial 165 55 520 80 
Industry 25 g 
190 63 520 80 
Federal 
- DREE agreements 50 Ld, 130 20 
- UIC Sec 38 & 
DOE support 60 20 - ~ 
300 T00 6350 TOO 


The projected federal funding would increase from $110 million to 
$130 million over the 5-year period, while the federal share would 
fall from 37 percent to 20 percent. 
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Guidelines for a New Generation of Agreements 


The reorganization of government announced in January 1982 
provided the Canadian Forestry Service with the impetus to reassess 
the scope and rationale of federal forestry agreements with the 
provinces. The results are far-reaching and in fact comprise a new 
approach to joint funding of forestry in Canada. 


No. 1 Forestry Agreements in Context. New agreements must be 
designed to be consistent with the overall Forest Sector 
Strategy for Canada. 


No.2 Long Term _ Plans. No further agreements will be 
implemented in a province in the absence of a long term plan 
of at least 20 years duration, a minimum time necessary for 
consistent forestry programs. These plans will include timber 
production goals and the relative emphasis to be placed on 
various forest renewal treatments, protection, closer 
utilization, and increased productivity in the mills. 


No. 3. Technology _ Transfer. New agreements will carry 
requirements for the rapid transmittal of research results 
from the scientist to the practising field forester. The 
transfer mechanism is now being rebuilt accordingly. 


No. 4 Emphasis on Intensive Forestry. Federal funds will be applied 
wherever possible to intensive timber stand improvement. 


Provinces and industry will carry the major responsibility for 
basic forestry, namely prompt regeneration. 


No.5 Leverage. Agreements will specify that federal funds are to 
be used as incentives to obtain increased spending by the 
combined provincial and industry sources, and to ensure that 
federal guidelines are adopted. 


No.6 Private Woodlands. Special emphasis will be placed on 
smaller private woodlands which have been largely 
overlooked in earlier agreements. The new Nova Scotia 
agreement is written with this resource in mind. 


No. 7 Federal Visibility. New agreements will be accomplished by 
direct delivery, to the extent that Canadian Forestry Service 
resources permit, and by a strengthened communication 


program. 


No. 8 Evaluation. Forest management agreements will be 
EERE PSST SES Ine ° . ° . 
evaluated for their effectiveness at five year intervals. 
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Summary 


The forest sector in Canada is undergoing a transition from 
exploitation of the resource to one of more systematic forest 
management. The momentum towards forest management must be 
increased in order to ensure that the resource is Capable of sustaining 
current and expected levels of economic activity. Indications are 
that the present levels of forest renewal activity, the most important 
aspect of forest management, will not sustain a harvest level 
sufficient to fulfill future needs. This means that further spending on 
the forest resource by all parties over the next two decades is crucial 
to regional economic stability and growth. 


Given the importance of the forest industry to rural stability, 
employment generation, the positive balance of trade, and its driving 
force in all segments of the Canadian economy, it is imperative that 
the federal government continue, and for a time augment, its 
historical assistance and stimulus to the forest sector by ensuring 
that economic supplies of raw material are readily available. 
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